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STATE or HAWAII
DEPARTMENT OF HUMAN SERVICES

P. O. Box 339
Honolulu, Hawaii 96809-0339

February 7, 2014

TO: The Honorable Mele Carroll, Chair
House Committee on Human Services

The Honorable Della Au Belatti, Chair
Senate Committee on Health

FROM: Patricia McManaman, Director

SUBJECT: H.B. 2293 - RELATING TO THE HOSPITAL SUSTAINABILITY
PROGRAM

Hearing: February 7, 2014; 10:30 a.m.
Conference Room 329, State Capitol

PURPOSE: The purpose of the bill is to continue the Hospital Sustainability Program,

established by Act 217, Session Laws of Hawaii 2012, as amended by Act 141, Session Laws of

Hawaii 2013, by extending the sunset date of the Act, updating the referral dates in the statute,

and appropriating funding out of the Hospital Sustainability Program Special Fund for scal year

2014-2015; and establish an exemption for the Hospital Sustainability Program Special Fund for

central services expenses assessed under section 36-27, Hawaii Revised Statutes.

DEPARTMENT’S POSITION: The Department of Human Services strongly supports

this Administration measure to extend the Hospital Sustainability Program for another year.

Continuing the Hospital Sustainability program will bene t Hawaii residents by having more

sustainable hospitals and increased access to necessary medical care.
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The Department respectfully requests two proposed changes to this bill: the in-patient

hospital sustainability fee percentage should be changed from 2.455 to 2.175 for in-patient

hospital service revenue (page 5 , line 11) and the exemption for hospitals with net out-patient

revenue should be changed from $50,000,000 to $45,000,000 (page 5, line 22).

Under this program, the fees levied on non-governmental hospitals is used to leverage

federal funds to increase reimbursement to hospitals, with a greater bene t to those providing

proportionately more services to Medicaid recipients and the uninsured. These additional

moneys increase the sustainability of hospitals in Hawaii to continue as a critical part of the

health care safety-net.

In scal year 2012-2013, the hospitals were assessed $40,103,774 in sustainability fees

and received $77,468,401 in additional reimbursements. In scal year 2013-2014, it is

anticipated that the hospitals will be assessed $44,490,855 in sustainability fees and will receive

additional reimbursements of $81,309,367.

Additionally, twelve percent of the revenues from the fees collected is to be used by the

Department of Human Services (DHS) for administrative expenses and to increase and improve

services for Medicaid program recipients.

This bill proposes to also exempt the Hospital Sustainability Program Special Fund from

the central services expenses assessed under section 36-27, HRS. The 2012 Legislature, in

conference committee, added an exemption for the Hospital Sustainability Program Special Fund

from the departmental administrative expenses fees assessed under section 36-30, HRS. This

ensures that any moneys received in fees are only used to increase the sustainability of hospitals

in Hawaii and to bene t Medicaid program recipients. The exemption from section 36-27, HRS,

for central services expenses, however, was not added at the same time.
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. Without these two exemptions from the departmental administrative expenses and

central services expenses assessments, the Hospital Sustainability program would have to pay

$2.0 million in central services expenses assessed under section 36-27 and $3.9 million for

departmental administrative expenses assessed under section 36-30 for scal year 2013-2014.

This is a total of $5.9 million which the Department would not be able use to sustain hospitals

and improve services to Medicaid recipients.

Thank you for the opportunity to testify on this bill.
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_ THE QUEEN'S HEALTH SYSTEMS‘ii;
1301 Punchbowl Street 0 Hono|u|u,Hawaii 96813 0 Phone (808)691-5900

H.B. 2293, RELATING TO THE HOSPITAL SUSTAINABILITY PROGRAM
House Committee on Human Services
House Committee on Health
February 7, 2014, 10:30 a.m.

Thank you for the oppo unity to provide testimony in strong support for H.B. 2293, Relating to the Hospital

Sustainability Program. My name is Paula Yoshioka, Senior Vice President for The Queen’s Health Systems

(QHS). This measure will extend the existing program for an additional year.

A “provider fee” authorizes collecting revenue from, in this case, inpatient hospitals. It is used as a

mechanism to generate new in-state funds and then match them with federal funds, resulting in an increase

realization of Medicaid dollars. The cost of the fee is promised back to providers through an increase in the

Medicaid reimbursement rate for their patient treatment and services. The provider fee in Hawaii assists in

stabilizing declining Medicaid payments to facilities and slows down the erosion of access to care for those

bene ciaries served by the program. The additional federal funds that could be obtained via the fee program would

reduce the amount of loss incurred by Hawaii’s hospitals. In FY 12, it is estimated that the cost for the unpaid cost

of Medicaid was $34 million for The Queen’s Health Systems—which includes The Queen’s Medical Center,

Molokai General Hospital, and now also North Hawaii Community Hospital. The funds realized through the

provider fee bene ts our hospitals, to help to continue to provide healthcare for uninsured and underinsured

residents and visitors throughout the State of Hawaii.

The Queen’s Health Systems has supported the work of the Healthcare Association of Hawaii in their

collaborative efforts with the Department ofHuman Services to cra language that ensures a fair distribution of the

realized federal funds.

We urge your support for this measure.

The mLs.\'i0n ofThe Queen 's Health Systems /Iv tofu]/ill the intent ofQueen Emma and King Kamehameha IV to provide in
perpeluitjv quality heal/h care services /0 improve the well-being 0fNat[ve Hawaiians and all ofthe people 0fHawa/' ‘i.
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HAWAl‘l PRIMARY CARE ASSOCIATION

House Committee on Human Services
The Hon. Mele Carroll, Chair
The Hon. Betrand Kobayashi, Vice Chair

House Committee on Health
The Hon. Della Au Belatti, Chair
The Hon. Dee Morikawa, Vice Chair

Testimony on House Bill 2293
Relatinz to the Hospital Sustainability Prozram

Submitted by Robert Hirokawa, Chief Executive Of cer
Friday, February 7, 2014, 10:30 a.m., Room 329

The Hawaii Primary Care Association supports HB 2293, which makes adjustments to the Hospital
Sustainability Program and extends its sunset date to June 30, 2015.

Recognizing that Medicaid payments to hospitals were far below the actual costs of care, the Legislature
created the Hospital Sustainability Program by enacting Act 217, SLH 2012, which increases Medicaid
payments to hospitals. The program achieves this by assessing a fee on hospitals, using the revenue to
obtain matching federal Medicaid funds, and returning a majority ofthe combined amount directly to
hospitals. Payment is based on the amount of a hospital's uncompensated care, which consists of
nonpayment by uninsured patients and underpayment by Medicaid.

Thank you for the opportunity to testify.
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